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EUROPE  IN  MARCH,  1922 
By  Mortimer  L.  Schiff 

We  are  the  creditor  nation  of  the 
world  and  we  cannot  enjoy  the 
advantages  accruing  from  that 
position  without  assuming  also  at  least 
some  of  the  burdens  and  responsibilities. 
It  is  upon  the  manner  in  which  we  recog- 
nize and  meet  these  responsibilities  that 
much  of  the  future  depends. 

Men,  like  you,  in  close  touch  with  the 
investors  of  this  country,  must  under- 
stand the  needs  and  the  problems,  if  an 
adequate  response  is  to  be  had  from  those 
who,  in  the  final  analysis,  must  be  the 
determining  factor  in  deciding  whether 
we  are  to  play  our  part  in  European 
industrial  development  and  reconstruc- 
tion. If  you  and  others  like  you  are  not 
convinced  that,  from  a  business  stand- 
point, a  policy  of  selfishness  and  isolation 
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does  not  pay,  it  would  seem  hopeless  to 
attempt  to  awaken  America  to  what  I 
believe  is  not  only  her  duty,  but  also  a 
great  opportunity  for  constructive  effort. 

Governments  for  political  purposes  at 
times  fight  against  economic  laws,  even 
economists  are  not  always  sound  and  are 
perhaps  apt  to  indulge  in  dreams,  and  it  is 
business  men,  with  their  experience  and 
training,  who  must  eventually  make  their 
influence  and  their  guidance  potent,  if 
international  trade  and  relations  are  to 
be  placed  upon  a  sound  and  permanent 
basis. 

Please  bear  in  mind  that  the  views  I 
express  and  the  opinions  I  have  formed 
are  based  upon  my  observations  of  con- 
ditions as  they  existed  between  February 
25,  1922,  and  April  12,  1922,  the  period 
of  my  recent  stay  abroad.  I  emphasize 
this  because  Europe  is  in  a  state  of 
transition  and  because  what  may  have 
been  true  a  month  ago,  may  be  quite 
different  today.  I  should  also  like  to 
have  it  clearly  understood  that  nothing 
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that  I  say  is  meant  in  a  spirit  of  criticism 
and  that  all  that  I  am  attempting  is  to 
present  a  true  picture  as  I  see  it. 

I  visited  England,  France  and 
Germany,  the  latter  for  the  first  time 
since  the  war,  and  met  and  talked  with 
many  of  the  leading  personalities  in  politi- 
cal, financial  and  industrial  life  in  these 
countries.  I  saw  men  and  women  of 
many  shades  of  opinion  and  my  impres- 
sions, now  that  I  have  had  time  to  classify 
them,  are  somewhat  of  a  composite 
photograph  of  what  I  have  seen  and 
heard.  Please  bear  in  mind,  also,  that 
much  that  I  say  is  of  necessity  generaliza- 
tion; I  cannot  pretend  to  give  a  really 
accurate  picture  which  comprehends  all 
elements  involved. 

SINCERE  DESIRE 
TO  FIND  SOLUTIONS 

Europe  is  staggering  under  a  load  of 
debt;  victor  and  vanquished  alike  have 
obligations  they  can  never  meet;  artificial 
trade  barriers  have  been  created  which 
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make  normal  trade  relationships  almost 
impossible;  grave  differences  of  opinion 
and  of  point  of  view,  as  well  as  racial 
animosities  and  jealousies  still  exist,  but, 
on  the  whole,  there  are  indications  of  a 
sincere  desire  to  find  a  solution  for  the 
problems  which  confront  Europe. 

There  is  still  too  much  consideration  of 
international  questions  from  the  stand- 
point of  domestic  politics,  there  is  still 
in  various  quarters  a  feeling  of  suspicion 
and  a  sense  of  insecurity,  but,  with  all 
that,  progress  is  being  made  and  there  is 
an  increasing  realization  that  the  ques- 
tions at  issue  must  be  dealt  with  on 
economic  rather  than  on  political  lines. 

With  all  the  friction,  with  all  the  mis- 
understandings, there  are  clear  indica- 
tions that  Europe  is  weary  of  war  and 
of  economic  disputes  and  that  the  people 
themselves,  with  few  exceptions,  want 
peace  and  the  opportunity  to  work  out 
their  salvation. 
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POLITICS  COMPLICATE 
THE  SITUATION 

The  difficulty  lies  primarily  in  domestic 
political  situations  and  in  the  divergent 
interests,  which  are  so  difficult  to  recon- 
cile. It  would  be  such  a  simple  matter 
if  national  aspirations  and  requirements 
were  the  same,  but  unfortunately  they 
are  not  and  the  ambitions  and  needs  of 
each  country  are  different  from  those  of 
others.  For  instance,  England  has  a 
balanced  budget,  while  France  has  a  large 
deficit,  for  which  provision  must  be 
made;  England  is  80  per  cent,  industrial 
and  must  trade  abroad  to  live,  while 
France  is  80  per  cent,  agricultural  and 
practically  self-supporting. 

These  are  but  examples  of  the  difficulty 
in  finding  an  adjustment,  which  will  have 
an  effective  result  in  restoring  economic 
equilibrium.  All  seem  to  agree,  how- 
ever, that  there  can  be  no  real  industrial 
revival  until  some  three  hundred  million 
people  between  Vladivostok  and  the 
Rhine  have  recovered  at  least  in  part 


their  ability  to  purchase  the  goods  they 
need.  The  situation  in  the  different 
countries  differs  so  much  one  from  the 
other,  that  it  seems  to  me  well  to  give  my 
impressions  of  each  one  separately. 


—  8  — 


II 


France 

I  speak  first  of  France,  for  there  lies 
the  crux  of  the  present  situation.  The 
road  to  economic  peace  lies  through  Paris, 
as  France  today  occupies  a  position  in 
European  affairs  analogous  to  that  of  the 
United  States  Senate  in  the  political 
structure  of  this  country.  She  may  not 
be  able  to  enforce  her  own  wishes  and 
make  her  views  controlling,  but  she  has 
the  veto  power  over  those  of  other 
countries  involved. 

The  relations  between  France  and 
Germany  are  the  key  to  the  situation  in 
Europe  at  the  present  time.  The  French 
Government  regards  a  certain  solution 
of  the  German  question  as  a  matter  of 
life  and  death  for  the  national  existence; 
France's  birthrate  is  one-third  that  of 
Germany;   she  has  74  inhabitants  to 


the  square  kilometer  against  Germany's 
123;  twice  in  less  than  fifty  years  she  has 
been  attacked  by  Germany  and  she 
appears  to  find  it  difficult  to  realize  that 
the  Allied  Victory  has  removed  that 
menace  for  at  least  years  to  come. 

FRENCH  "MILITARISM"  DUE 
TO  LACK  OF  CONFIDENCE 

France  wants  tangible  proof  that  she 
is  going  to  be  guarded  against  attack; 
her  militarism  is  due  to  lack  of  confidence 
and  to  a  feeling  that  it  is  necessary  to 
protect  herself  at  all  costs;  it  is  a  state  of 
mind  which  can  be  remedied  only  when 
she  feels  herself  secure  and  safe  beyond 
peradventure,  or  when  she  sees  that  a 
policy  of  force  will  not  achieve  any  satis- 
factory result  and  that  some  alternative 
must  be  tried. 

France  cannot  understand  why  her 
friends  should  believe  her  imperialistic, 
militaristic  and  self-seeking,  when  all 
she  claims  to  be  seeking  is  her  own 
security  and  the  payment,  which  she 
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considers  is  rightfully  due  her  and  which 
many  French  people  still  believe  her 
debtors  can  pay. 

With  all  that,  even  in  France,  I  found 
an  increasing  realization  that  the  Treaty 
of  Versailles  cannot  be  executed  as 
written  and  while  she  needs,  expects  and 
is  entitled  to  the  maximum  amount  of 
reparations  that  can  be  secured,  she  is 
beginning  to  recognize  that  such  pay- 
ment can  be  made  only  if  a  reasonable 
amount  of  economic  strength  is  per- 
mitted to  revive  in  the  debtor  countries 
and  that,  as  one  European  statesman  has 
phrased  it,  meat  and  milk  cannot  be 
secured  from  the  same  cow. 

There  are  still,  of  course,  those  who, 
confronted  with  the  choice  between  crush- 
ing Germany,  even  though  this  results 
in  her  not  being  able  to  pay,  and  per- 
mitting and  even  encouraging  her  indus- 
trial revival,  so  that  she  can  pay,  would 
choose  the  former  alternative,  as  there  are 
also  those  who  still  are  convinced  that 
both  are  possible.    But  I  do  not  believe 
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that  either  of  these  are  controlling  factors 
in  France  today  or  that  they  represent 
the  real  and  dominating  French  present 
day  opinion. 

FRANCE  IS  MAKING 
GOOD  PROGRESS 

The  French  people  have  resumed  their 
habits  of  thrift  and  economy,  they  are 
making  good  progress  in  reconstructing 
and  restoring  what  has  been  destroyed, 
the  country  as  a  whole  is  prosperous, 
there  is  practically  no  unemployment  and 
they  would  look  with  confidence  into  the 
future  if  they  felt  themselves  safe  from 
attack  and  if  they  saw  the  resources  in 
sight  to  meet  their  necessarily  heavy 
governmental  expenditures. 

There  are  only  two  ways  in  which  to 
make  national  budgets  balance — either 
to  reduce  expenditures  or  to  increase 
income.  The  former  in  the  case  of 
France,  as  her  reconstruction  expenditures 
must  continue,  is  only  possible  to  any 
substantial  extent  by  a  radical  reduction 
in  military  expenditures  which,  in  her 
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present  state  of  mind,  she  does  not  con- 
sider feasible  to  make.  The  latter  can 
be  brought  about  either  by  increased 
taxation,  which  it  is  claimed  is  not  possi- 
ble at  the  present  time,  or  by  receiving 
money  from  somebody  else,  in  this  case 
Germany. 

The  crux  of  the  entire  situation  is  that 
France,  unless  she  can  reduce  her  national 
expenditure,  needs  a  larger  sum  of 
money  annually  from  Germany  to  balance 
her  budgets  or  must  resort  to  loans  and 
further  inflation.  Her  taxation  difficul- 
ties are  great.  The  large  agricultural 
population — and  this  holds  true  in  most 
countries — is  substantially  immune  from 
direct  taxation,  the  North,  formerly  the 
richest  portion  of  France,  is  only  gradually 
getting  on  its  feet  again  and  must  be 
more  completely  restored  economically 
before  it  can  contribute  its  full  share  to 
the  national  treasury,  while  Alsace 
Lorraine  is  in  a  transition  period  and 
has  not  yet  been  sufficiently  absorbed 
into  the  body  politic  to  take  its  full 
responsibility. 
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Ill 

England 

England,  as  always,  is  facing  facts  with 
common  sense,  courage  and  clarity  of 
vision.  She  has  great  domestic  and 
foreign  problems,  such  as  unemployment, 
Ireland  and  India,  to  cause  her  uneasiness 
and  worry,  but  she  is  rapidly  putting  her 
own  house  in  order  and  is  well  on  the  road 
to  the  restoration  of  her  financial  and 
industrial  stability. 

In  England,  as  here,  there  was  after 
the  war  the  belief  that  immediate  buying 
of  all  kinds  of  materials  and  commodities 
would  take  place  and  stocks  were  accumu- 
lated accordingly.  It  is  true  that  there 
was  no  underestimate  of  the  needs,  but 
there  was,  as  here,  a  gross  overestimate 
of  the  world's  capacity  to  buy  and  the 
result  was— again  as  here — expanded  in- 
ventories and  recourse  to  the  banks  to 
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carry  them.  Thus  came  frozen  credits, 
but  these  have  now  to  a  great  extent  been 
liquidated  and  according  to  my  informa- 
tion, the  stocks  of  goods  and  raw  materials 
on  hand  are  low  and  the  banking  situation 
sound. 

England  is  convinced  that  economic 
barriers  must  be  removed  and  is  prepared 
to  make  great  sacrifices  to  accomplish 
this.  She  cannot  understand  why  France 
should  be  suspicious  of  her  motives, 
as  she  believes  that  all  she  is  seeking  is 
for  the  world's  benefit;  she  keenly  desires 
to  see  friendship  and  amity  restored 
between  all  European  nations;  she  par- 
ticularly wants  to  maintain  cordial  rela- 
tions with  France  and  to  establish  a 
united  and  workable  policy  regarding 
reparations. 

As  I  see  it,  her  Government's  readiness, 
in  fact  it  seems  almost  anxiety,  to  recog- 
nize, and  establish  relations  with  the 
Soviet  Government  of  Russia  is  because 
of  the  situation  of  her  foreign  trade. 
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Rightly  or  wrongly,  and  I  venture  to 
doubt  the  soundness  of  her  point  of  view 
in  this,  she  believes  that  there  are  large 
trade  possibilities  in  relations  with  Russia 
and  that  through  recognition  the  large 
potential  purchasing  power  of  the  Russian 
people  can  be  made  effective. 

England  has  one  great  advantage  over 
other  countries  and  particularly  over  us, 
and  that  is  the  close  relationship  between 
her  government  and  her  business  men. 
The  British  Government  is  not  afraid  to 
consult  and  take  the  advice  of  financial 
and  industrial  leaders  and  this  continuous 
contact  results  in  a  real  understanding  of 
each  other's  problems  and  true  co-opera- 
tion to  the  common  advantage. 

Notwithstanding  the  great  amount  of 
unemployment,  England's  labor  situation 
seemed  to  me  to  be  greatly  improved,  as 
her  labor  leaders  appear  to  have  learned 
the  lesson  that  labor  and  capital  must 
work  hand  in  hand  and  that  strife  and 
antagonism  breed  discontent  and  unrest, 
but  achieve  no  constructive  result. 
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IV 

Germany 

It  is  difficult  to  form  an  accurate  pic- 
ture of  the  German  situation;  there  are 
some  conflicting  impressions,  but  one 
thing  seemed  to  me  clear  and  that  is  that 
Germany  is  today  really  hard  up. 

Her  people  on  the  whole  seem  under- 
nourished, necessities  of  life,  for  those 
whose  income  and  earnings  are  in  marks, 
are  high  and  her  industrial  activity  and 
prosperity  appeared  to  me  to  be  more 
apparent  than  real. 

There  is  a  great  shortage  of  live-stock 
in  Germany,  fertilizers  are  much  needed, 
linen  and  other  things  are  scarce  and 
expensive,  the  railway  service  is  poor,  the 
trains  are  run  at  a  very  moderate  speed 
in  order  to  save  coal,  the  railway  carriages 
are  shabby  and  in  poor  repair  and  there 
are  many  other  evidences  of  the  country 
being  in  poor  financial  shape. 
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Prices  show  queer  inconsistencies.  For 
instance,  while  I  was  in  Germany  the 
rate  for  cables  to  New  York  was  M.75 
per  word,  or  not  far  from  parity  of  the 
30  cents  we  pay  here,  while  foreign 
postage  was  M.4  or  about  cents  as 
against  our  rate  of  5  cents.  This  is 
primarily  due  to  the  fact  that  the  fluctua- 
tions of  the  mark  have  been  so  great,  that 
it  is  almost  impossible  for  prices  and 
tariffs  to  be  kept  adjusted  to  its  vari- 
ations. 

What  is  in  line  with  actual  costs  today 
may  be  quite  out  of  accord  tomorrow. 
That  is  their  great  difficulty,  which  cannot 
be  remedied  until  their  currency  can  be 
stabilized.  It  affects  every  phase  of  their 
national  existence,  it  renders  impossible 
the  making  of  an  effective  budget,  it  is 
the  great  disturbing  factor  in  the  develop- 
ment of  their  foreign  trade  and  thus 
directly  bears  on  their  capacity  to  meet 
their  liabilities,  as  it  makes  it  almost 
impossible  to  estimate  production  costs 
for  anything  for  future  delivery. 
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Much  has  been  said  about  the  indus- 
trial prosperity  of  Germany  and  about 
the  activity  of  her  factories  and  of  her 
merchants,  but  the  fact  appears  to  be 
that  the  value  of  her  export  trade  on  a 
gold  basis — and  it  is  from  that  source 
and  on  that  basis  that  her  reparations 
payments  must  be  made — is  only  about 
40  per  cent,  of  her  pre-war  trade. 

GERMAN  CAPACITY  TO  PAY 
IS  EXTREMELY  LIMITED 

There  seems  to  me  little  doubt  that 
during  the  past  three  years  there  has 
been  considerable  disinclination  in  Ger- 
many to  face  facts;  that  a  flight  of  capital 
of  considerable  volume  which,  to  a  certain 
extent  at  least,  could  have  been  pre- 
vented, has  been  permitted  to  take  place; 
that  some  large  fortunes  have  been  made 
by  selling  Germany  short,  but  today  with 
a  substantial  balance  of  trade  against 
her  and  with  the  diminution  through  loss 
of  territory  and  otherwise  of  her  power 
of  production,  Germany's  capacity  to 
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pay  appears  to  me  to  be  extremely 
limited. 

I  have  never  quarreled  with  the  severity 
of  the  terms  of  the  Treaty  of  Versailles, 
insofar  as  they  sought  to  prevent  the 
recurrence  of  the  dreadful  horror  which 
was  brought  upon  the  world  and  to 
establish  the  responsibility  for  it.  My 
criticism  has  been,  and  is,  against  the 
economic  unsoundness  of  some  of  the 
provisions  of  the  Treaty  and  so  today  I 
consider  it  just  to  require  Germany  to  pay 
for  the  damage  she  has  done  to  the 
utmost  limit  of  her  capacity,  as  long  as 
this  is  not  carried  to  such  an  extreme  as 
to  make  living  conditions  impossible  and 
to  destroy  all  hope  for  the  future. 

While  I  found  a  general  realization  in 
Germany  that  payment  to  the  extent 
of  her  ability  would  have  to  be  made, 
there  appeared  to  be  a  general  disinclina- 
tion to  face  the  fact  of  what  this  entailed 
and  that  her  capacity  to  pay  would  have 
to  be  judged  not  by  what  she  could 
conveniently  provide,  but  by  the  limit 
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of  the  sacrifice  she  could  make  and  still 
exist  on  a  reasonably  sound  basis. 

SOME  USELESS 
BURDENS  IMPOSED 

There  is  no  question  that  the  armies 
of  occupation,  the  expensive  and,  to  a 
certain  extent,  apparently  needless  for- 
eign control  commissions  are  proving  a 
heavy  drain  upon  German  resources  and 
that  if  these  non-productive  expenditures 
were  reduced,  her  ability  to  make  a 
proper  budget  and  to  provide  for  sub- 
stantial reparation  payments  would  be 
materially  increased. 

I  do  not  believe  that  Germany  is 
economizing  to  the  extent  she  might.  I 
think  that  importations  of  luxuries  could 
be  materially  curtailed  and  that  there  is 
not  sufficient  control  over  the  importa- 
tion of  raw  materials  but,  with  all  that, 
the  basic  difficulty  is  that  today  Germany 
is  unable,  because  of  the  instability  of 
her  currency,  to  put  her  own  house  in 
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order  and  to  make  a  budget  which  does 
not  change  from  day  to  day. 

To  get  herself  into  shape  to  meet  her 
liabilities,  it  seems  to  me  necessary  that 
Germany  must  know  where  she  stands, 
in  other  words  that  the  amount  due  from 
her  be  not  fixed  from  month  to  month, 
which  makes  any  real  programme  im- 
possible, but  that  it  be  determined  now 
how  much  she  is  to  pay  for  a  period  of 
years  to  come  and  that  the  amount  be 
within  her  capacity. 

Her  ultimate  capacity  must  be  judged 
not  by  present  conditions  of  depression, 
but  upon  a  more  normal  basis,  and  it 
might,  therefore  well  be  that  the  pay- 
ments for  the  next  few  years  would  be 
substantially  less  than  for  those  there- 
after and  that  the  determination  of  the 
final  sum  should  have  to  be  postponed 
until  more  normal  conditions  are  restored. 

Whether  these  payments  be  used  as 
the  basis  for  an  international  loan  or  a 
series  of  international  loans,  or  whether 
they  be  paid  to  her  creditors  as  they 
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accrue,  seems  to  me  somewhat  immaterial ; 
the  important  thing,  as  I  see  it,  is  that 
the  amount  payable  during  say  at  least 
the  next  five  years  be  fixed  at  a  definite 
and  possible  figure  and  that  the  present 
uncertainty  be  removed. 

GERMAN  MILITARISM 

The  German  people — of  course,  there 
are  exceptions,  but  I  am  speaking  in 
general  terms — are  chafing  under  the 
restrictions  imposed  upon  them ;  they  are 
rebelling  against  what  they  consider  the 
unjust  and  unnecessary  humiliations  to 
which  they  are  exposed.  They  seem  un- 
able to  understand  why  after  their  having 
repudiated  and  removed  from  power  those 
responsible  for  the  war  and  its  horrors, 
the  world  does  not  take  them  on  faith  and 
trust  them;  they  cannot  realize  why 
they  still  have  to  earn  their  place  in  the 
comity  of  nations;  they  do  not  appear 
to  realize  that  other  countries  have  quite 
as  serious  problems  as  they  have;  they 
seem  to  feel  that  they  and  Austria  have 
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a  monopoly  of  suffering  and  they  think 
that  they  are  being  harshly  treated  in 
that  the  assistance  of  the  world  and 
particularly  of  the  United  States  is  not 
forthcoming. 

Nevertheless,  I  saw  little  of  the  old 
spirit  of  German  militarism.  The  evidence 
is  all  to  the  effect  that  Germany  is  dis- 
armed and  the  impression  I  received  was 
that  the  German  people  are  not  thinking 
in  terms  of  fighting  and  are  generally 
against  a  militaristic  policy,  if  for  no 
other  reason  than  that  they  have  found 
it  does  not  pay.  The  only  thing,  in  my 
opinion,  which  can  revive  that  spirit  and 
make  them  again  a  menace  to  the  world 
is  to  treat  them  in  such  a  way  as  to  make 
them  feel  that  their  situation  is  hopeless 
and  that  there  is  nothing  left  to  them 
but  despair  and  revenge.  As  Lloyd 
George  said  on  April  25th  at  Genoa: 
"If  a  policy  develops  here  whereby  Russia 
and  Germany  are  left  in  isolation  and 
misery,  the  inevitable  result  will  be  the 
conclusion  of  a  fierce  friendship  between 
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them  directed  against  the  people  of  the 
West." 

BASIS  OF  RUSSO-GERMAN 
RELATIONS 

It  is  true  that  Germany  looks  to  Russia 
for  much  of  her  ultimate  salvation,  but, 
in  my  opinion,  it  is  not  for  the  purpose 
of  any  offensive  or  defensive  alliance,  but 
because  she  feels  that  it  is  only  through 
the  development  of  trade  with  Russia 
that  her  economic  stability  can  be  re- 
stored. There  is  nothing  in  common 
between  the  hard-headed  German  busi- 
ness man  and  the  communist  of  Russia. 
It  is  a  team  that  politically  cannot  work 
together  in  double  harness  and  it  is 
only  their  common  economic  necessities 
which  have  drawn  them  together.  It  is 
logical,  however,  through  their  geograph- 
ical location  and  otherwise  that  Germany 
and  Central  Europe  generally  should  be 
the  main  feeders  for  what  Russia  needs 
and  the  main  consumers  or  middlemen 
for  what  she  can  produce. 
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V 


Russia 

While  I  did  not  go  to  Russia,  I  saw  a 
number  of  people  who,  either  through 
recent  visits  or  through  business  or  other 
relations,  appeared  to  have  knowledge  of 
actual  facts.  Those  with  whom  I  talked 
represented  different  shades  of  opinion, 
varying  from  ardent  believers  in  the 
good  faith  and  honest  intentions  of  the 
Bolsheviks,  to  those  who  could  see  in 
them  nothing  but  thieves,  liars  and 
murderers. 

Taking  into  consideration  all  conflicting 
views,  there  seems  to  be  a  general  feeling 
that,  as  far  as  can  be  foreseen,  the  Soviet 
Government  is  there  to  stay  at  least  for 
some  time  to  come  and  that  at  present 
there  is  nothing  else  to  take  its  place. 
Any  idea  of  a  monarchial  restoration  or 
even  of  a  moderate  democratic  govern- 
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ment  is  laughed  at  by  those  who  should 
know  about  what  they  are  talking. 

WHAT  IS  THE  REAL  SITUATION 
IN  SOVIET  RUSSIA? 

The  situation  in  Russia,  as  described  to 
me,  is  as  follows.  I  do  not  vouch  for  its 
absolute  accuracy,  but  it  sounds  plausible 
and  convincing  and  there  appeared  to  be 
rather  general  agreement  as  to  the  picture 
thus  given. 

The  large  peasant  population  is  said  to 
control  most  of  the  mobile  wealth  of 
Russia,  such  as  jewels,  furs,  rugs,  tapes- 
tries, pictures,  etc.,  which  have  gradually 
percolated  into  their  hands  through  barter 
for  foodstuffs.  These  are  the  people,  who 
both  the  English  and  Germans  believe, 
because  of  the  need  for  shoes,  clothing, 
furniture,  etc.,  will  furnish  the  big  market 
for  manufactured  goods  and  who,  in  turn, 
will  produce  the  foodstuffs  and  raw 
materials  which  England  and  Germany 
require. 

Personally,    I    have    grave  doubts 
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whether  any  large  amount  of  such  trade 
is  possible  for  many  years  to  come. 
Many  of  these  people  cannot  read  nor 
write;  it  is  said  that  they  take  little,  if 
any,  interest  in  Russian  affairs  outside 
of  their  own  immediate  neighborhood 
and  that  as  long  as  they  are  left  in  undis- 
turbed possession  of  their  land  and  are 
not  interfered  with  in  their  daily  life, 
care  little  what  form  the  central  govern- 
ment takes.  I  was  told  that  they  are 
now  being  left  quite  undisturbed  by  the 
Central  Government  and  that  no  move 
for  a  change  of  government  can  be 
expected  from  them. 

The  bourgeoisie  and  intellectuals,  I 
am  told,  have  become  a  negligible  quan- 
tity and  are  without  power  or  even 
potential  influence. 

The  soldiers,  including  the  secret  police, 
are  currently  reported  to  be  the  best  fed 
and  best  clothed  and  can  hardly  be 
expected  to  desire  any  change  in  the 
present  system  as  long  as  this  holds  true. 
How  anybody  can  seriously  consider  the 
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possibility  of  any  real  Russian  disarma- 
ment, under  these  conditions  I  fail  to 
understand.  How  can  there  be  any 
disarmament  when  so  much  power  rests 
in  the  hands  of  the  very  people  who  are  to 
be  disarmed,  unless  other  advantages  or 
compensations  are  offered  to  them?  Will 
they  voluntarily  lay  down  their  arms  and 
the  special  privileges  and  opportunities 
which  go  with  them?  To  state  the 
question,  seems  to  me  to  answer  it. 

Opinions  differed  greatly  as  to  the 
sincerity  of  the  recent  change  of  pro- 
gramme of  the  Soviet  Government,  but 
it  seems  fairly  clear  that  there  is  on  the 
one  hand  a  keen  desire  to  restore  economic 
relations  with  the  outside  world,  while 
on  the  other  there  is  great  fear  of  the 
attitude  of  the  extreme  communists  at 
home. 

That  in  brief  is  Russia,  as  pictured  to 
me,  but  much  is  being  disclosed  at  Genoa 
and  by  the  time  the  conference  there  is 
over,  we  should  know  pretty  accurately 
the  real  conditions  in  the  country  and 
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the  real  purposes  of  its  rulers.  In  the 
meantime,  until  we  are  better  informed 
as  to  what  can  reasonably  be  expected, 
it  seems  to  me  better  to  defer  judgment 
and  the  expression  of  a  final  opinion  as 
to  what  particular  programme  should  be 
followed  in  dealing  with  the  Russian 
problem. 
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VI 

The  Key  Nations 

I  do  not  speak  of  other  European 
countries,  important  factors  as  many 
of  them  are,  as  I  did  not  visit  them  and, 
therefore,  have  no  first  hand  information 
and  even  if  I  wished  to  do  so,  it  would 
lead  me  too  far  to  be  brought  within  the 
confines  of  a  brief  address.  In  addition,  it 
is  in  my  opinion,  England,  France,  Ger- 
many and  Russia  about  which  the  prob- 
lem of  Europe  principally  revolves.  It  is 
primarily  upon  their  relations  and  the 
manner  of  their  adjustment  that  the 
solution  of  that  problem  depends. 

Legitimate  national  aspirations  must 
be  satisfied,  the  financial  needs  of  creditor 
countries  must  be  met  to  the  fullest 
possible  extent  and,  at  the  same  time, 
the  international  economic  equilibrium 
must  not  be  disturbed  and  economic 
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existence  must  be  permitted  to  the  debtor 
nations.  It  is  not  an  easy  problem,  and 
still  it  must  be  solved  if  the  world  is  to 
revive  and  civilization  is  to  endure. 

Disarmament,  with  its  resulting  cur- 
tailment of  expenditure  would,  of  course, 
be  the  simplest  and  most  logical  remedy 
for  many  of  the  troubles  which  now  con- 
front Europe,  but,  as  far  as  I  can  see, 
that  is  not  practically  feasible  at  the 
present  time.  On  the  other  hand,  such 
troubles  as  exist  cannot  be  cured  by  force 
and  their  final  disposition  can  be  found 
only  along  economic  lines  under ,  condi- 
tions of  real  peace. 

In  the  final  analysis,  in  my  opinion,  the 
real  crux  of  the  situation,  as  I  have  said 
before,  lies  in  the  relations  between  France 
and  Germany  and  that  is  where  the  solu- 
tion must  be  found.  France  needs  money 
and  a  sense  of  security.  Germany  must 
prove  her  honesty  of  purpose  and  must 
pay  within  the  full  measure  of  her  capac- 
ity. The  question  is,  can  that  be  accom- 
plished?   Personally,  I  think  it  can;  it 
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will  be  a  slow  and  gradual  process,  it  will 
take  time  and  patience,  but  I  am  opti- 
mistic enough  to  believe  that  eventually 
sound  common  sense  will  prevail  and  a 
policy  of  reason  will  be  followed. 

TEMPORARY  EXPEDIENTS  WHILE 
AWAITING  FINAL  SOLUTION 

I  have  certain  definite  ideas  as  to  the 
form  a  final  settlement  of  the  questions 
at  issue  should  and  can  take,  but  no 
useful  purpose  is  to  be  served  in  bring- 
ing them  forward  now,  as  for  the  moment 
they  are  politically  impossible.  It  looks 
to  me  as  if  somewhat  temporary  expe- 
dients must  be  employed  until  a  state  of 
mind  has  been  created  that  will  permit  of 
a  final  solution.  With  all  that,  progress 
is  being  made  and  just  as  in  the  war,  when 
things  looked  blackest,  the  end  was  near, 
so  today  the  air  is  being  clarified  and  the 
problems  are  becoming  more  clearly 
defined. 

With  the  exception  of  some  English- 
men, nobody  whom  I  met  in  Europe 
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seemed  to  expect  much  of  the  Genoa 
conference,  and  yet  with  all  the  friction 
that  has  developed  there,  much  has  been 
accomplished  through  bringing  about  a 
clearer  understanding  of  the  needs  of  the 
situation,  through  dispelling  some  illu- 
sions and  through  showing  what  is  possi- 
ble and  what  is  impossible  of  accomplish- 
ment. All  that  is  a  step  in  advance  and 
even  though  the  bringing  together  around 
the  council  table  of  those  with  widely 
divergent  views  and  national  aspirations 
has  thus  far  achieved  perhaps  no  con- 
crete result  and  possibly  even  emphasized 
and  accentuated  their  differences,  it  is 
still  a  good  omen  that  they  have  been 
brought  together  and  of  real  benefit  that 
for  the  first  time  since  the  war  they  are 
meeting  face  to  face. 
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VII 

America's  Relation  to  the  World's 
Economic  Situation 

And  now  a  brief  word  about  America 
and  her  relation  to  the  European  eco- 
nomic situation. 

I  do  not  see  how  there  can  be  any  per- 
manent settlement  to  which  we  are  not  a 
party.  The  problems  involved  are  world 
problems  from  which,  even  if  we  want 
to  do  so,  we  cannot  in  our  own  interest 
hold  ourselves  aloof. 

We  do  not  propose  to  be  mixed  up  in 
purely  European  affairs  or  politics  and 
rightly  so,  but  when  there  are  conditions, 
such  as  exist  now,  that  affect  the  welfare 
of  the  world,  we  cannot  escape  the  effect 
of  such  conditions  on  our  own  situation 
and  must  for  our  own  benefit,  if  for  no 
other  reason,  do  our  part  in  helping  to 
remedy  them. 

I  believe  that  we  should  review  our 
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whole  relationship  to  the  inter-Allied 
indebtedness  with  a  view  to  having  it 
settled,  not  temporarily,  but  on  a  per- 
manent basis,  in  keeping  with  sound 
finance,  practical  economics  and  all  our 
moral  obligations.  A  settlement  on  such 
a  basis  would  be  the  greatest  forward 
step  that  could  be  taken  in  constructive 
economics  and  in  restoring  the  world's 
financial  equilibrium. 

Such  a  determination  of  our  own  policy 
toward  the  debts  due  us  should  be 
accompanied  by  determination,  on  similar 
principles,  of  the  entire  inter-Allied  in- 
debtedness, as  well  as  by  a  corresponding 
alteration  in  the  reparations  account. 
Such  a  settlement  would  reopen  the 
channels  of  trade  and  restore  inter- 
national relations  to  a  basis  of  mutual 
confidence.  Such  a  practical  and  broad- 
gauged  policy  on  our  part  would  give  us  a 
leverage  with  which  to  bring  pressure  to 
bear  upon  nations  in  Europe  to  establish 
relationships  among  themselves,  as  well 
as  to  set  their  own  houses  in  order. 
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The  results  of  the  exertion  of  such  pres- 
sure would  do  so  much  to  restore  the 
producing  and  consuming  powers  of  those 
countries,  that  the  beneficial  effects  upon 
our  own  trade  would  be  exceedingly  ad- 
vantageous compensation  for  any  sacri- 
fices we  might  make  in  forgiving  any  part 
of  the  present  nominal  obligations  to  us, 
the  repayment  of  a  large  part  of  which 
is,  to  say  the  least,  very  problematical. 
Payment,  even  to  a  limited  extent,  of 
our  loans  to  the  Allies  can  be  made  only 
in  goods  and  this  means  more  imports 
and  less  exports  for  us,  a  continual  dis- 
turbance of  international  exchanges  and 
industrial  depression. 

TEMPORARY  MEASURES 
OF  ASSISTANCE 

While  I  favor  the  immediate  recon- 
sideration of  this  whole  problem,  I  believe 
that  pending  final  determination  of  our 
policy,  we  must  adopt  temporary  mea- 
sures which  will  give  the  benefit  of  our 
assistance  in  the  solution  of  the  pressing 
economic  problems  that  confront  Europe. 
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First,  we  can  be  of  great  help  by  giving 
our  disinterested  counsel  and  advice. 
Europe  has  confidence  in  the  good  faith 
and  unselfishness  of  purpose  of  America, 
and  will  listen  to  us  where  others  are 
viewed  with  suspicion.  The  moral 
authority  of  America  is  extraordinary  in 
Europe  today. 

Second,  we  should  make  a  prompt 
determination  of  policy  regarding  the 
property  still  held  by  the  Alien  Property 
Custodian.  It  is  perhaps  not  generally 
realized  that  today,  three  and  a  half 
years  after  the  end  of  the  war,  the  Custo- 
dian still  holds  about  $350,000,000  of 
property  which  is  entirely  idle  and  that 
Congress  has  not  yet  acted  regarding  its 
disposition.  Such  grounds  as  there  were 
for  the  seizure  of  that  property,  as  a 
protective  war  measure,  no  longer  exist. 
The  property  which  was  seized  belongs 
to  somebody.  It  is  either  the  policy  of 
our  Government  to  confiscate  that  prop- 
erty permanently  or  to  restore  it  to  its 
rightful  owners.    That  property  is  capa- 
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ble  of  immensely  productive  service  in 
the  present  attenuated  credit  conditions 
of  Europe,  and  it  is  of  vital  importance, 
therefore,  that  a  final  determination 
should  be  made  as  to  what  is  to  be  its 
destiny  and  thus  remove  another  of  the 
elements  of  uncertainty  which  today  so 
seriously  affect  the  foreign  exchanges 
and  the  whole  basis  of  international 
trade  and  prosperity. 

Capital  is  proverbially  timid  and  will 
not  go  where  there  is  no  assurance  of 
protection  and  stability,  and  as  we  want 
to  be  sure  that  such  part  of  ours  as  is 
invested  in  foreign  countries  is  safe  from 
seizure  and  confiscation,  so  must  we  give 
constructive  leadership  in  establishing 
beyond  peradventure  the  principle  of  the 
sanctity  of  private  property. 

Third,  we  should  make  our  own  capital 
available  to  the  maximum  degree  for 
industrial  and  economic  rehabilitation 
throughout  the  world,  not  through  inter- 
governmental advances,  for  we  want 
governments  to  keep  out  of  business, 
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but  through  our  investors  buying  foreign 
securities. 

A  good  beginning  has  already  been 
made  in  this  direction.  There  is  an 
increasing  understanding  of  the  wisdom 
in  distributing  one's  investments  and  a 
better  knowledge  of  values,  but,  even  so, 
a  certain  amount  of  education  is  still 
necessary  and  we  have  still  far  to  go  if 
we  want  to  take  our  rightful  place  as  the 
money  market  of  the  world.  We  still 
allow  too  many  opportunities  to  go  to 
others,  of  which,  in  the  interest  of  our 
own  national  development  and  of  our 
foreign  trade  and  commerce,  we  should 
take  advantage. 

Proper  care  must,  of  course,  be  exer- 
cised and  offerings  must  be  carefully 
scrutinized,  but  the  same  yardstick 
cannot  be  applied  to  all  and  we  must  use 
our  intelligence  and  show  courage  and 
judgment. 

It  is  you  and  others  like  you,  who,  with 
careful  study  and  real  understanding, 
must  furnish  the  guidance  to  the  investors 
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of  this  country,  and  I  am  not  exaggerating 
when  I  say  that  it  depends  largely  upon 
you  whether  America  will  be  helpful  in 
solving  the  world  problems  and,  in  doing 
so,  take  her  rightful  place  in  international 
affairs. 
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